Dear

TAX PoLicy DivisioN
RICK MILLER, DIRECTOR

PHONE (405) 521-3133
FACSIMILE (405) 522-0063

September 1, 2015

Re: LR 15-031 — Income Tax — Taxability of Oklahoma State Firefighters Disability Pension

This is in response to your inquiry of August 18, 2015 wherein you requested a letter ruling

concerning the taxability of Oklahoma State Firefighters Disability Pension. What follows is
verbatim your facts and question posed and our response thereto.

P

FACTS:

My husband, retired November 1, 2008 on a 100% Disability In The Line of
Duty and began collecting his pension from the Oklahoma State Firefighters Pension &
Retirement System. We were told this was federally tax-free disability income; however this
was not so on our state return — we were only allowed to deduct $10,000 of his pension. We
have reported and complied with this understanding since 2008.

QUESTION:

If'his pension is 100% tax free on our Federal return, is it also not 100% tax free on our State
return? Or, regardless of the 100% disability — is only $10,000 excluded?

OTC RESPONSE:

Generally, individuals may exclude their retirement benefits up to $10,000, but not to exceed
the amount included in the federal Adjusted Gross Income, received from most Oklahoma
state pension systems (68 O.S. § 2358 (D) (9)). The key determinant for you is whether the
income received from Oklahoma State Firefighters Pension & Retirement System is included
in your federal adjusted gross income. Ifit is included in your federal adjusted gross income,
the $10,000 exclusion limit applies. Otherwise, if that income is not in federal adjusted gross
income, it would not be subject to Oklahoma income tax since the starting point for
computing Oklahoma taxable income is federal adjusted gross income. I have enclosed an
Oklahoma Form 511 for tax year 2014 and the corresponding instructions for your review.
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, This response applies only to the circumstances set out in your request of August 18, 2015.

Pursuant to Commission Rule 710:1-3-73(e), this Letter Ruling may be generally relied upon enly by
the entity to whom it is issued, assuming that all pertinent facts have been accurately and completely
stated, and that there has been no change in applicable law.

Please be advised that the issuance of this ruling does not preclude the Oklahoma Tax
Commission from conducting an audit or examination under 68 Okla. Stat. §206 of any report or
return claiming a credit for the transactions outlined in this letter ruling. The Commission reserves
the right to issue any assessment, correction, or adjustment authorized under 68 Okla. Stat. §221.

If I can be of further assistance, please feel free to call me at (405) 521-3133.
Sincerely,
OKLAHOMA TAX COMMISSION

Wbttt fo

Michael C. Kaufm:
Tax Policy Analyst



